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BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS: 
JEFF HATCH-MILLER - Chairman 
WILLIAM A. MUNDELL 
MIKE GLEASON 
KRISTIN K. MAYES 
BARRY WONG 

In the matter of: 

THE 12 PERCENT FUND I, L.L.C. ( m a  “THE 
12% FUND,” “12% FUND I” and “FUND”), 
an Arizona limited liability company, 
13714 Nightstar Court 
Marana, Arizona 85653-4455; 

COYOTE GROWTH MANAGEMENT, L.L.C., 
an Arizona limited liability company, 
13714 Nightstar Court 
Marana, Arizona 85653-4455; 

MICHAEL JOSEPH HANNAN ( m a  “MICHAEL 
HANNAN,” “MIKE HANNAN” and “MICHAEL J. 
HANNAN, 11”) and JANE DOE “ N A N ,  
husband and wife, 
13714 Nightstar Court 
Marana, Arizona 85653-4455; 

S A M  AHDOOT ( m a  “ S A M  AHDOUT”) and 
JANE DOE AHDOOT, 
husband and wife, 
5625 Crescent Park West, Apt. 130, 
Playa Vista, California 90094-2083, 

Respondents 

docket No. 8-20472A-06-0535 

RESPONDENTS THE 12 PERCENT 
FUND, I, LLC, COYOTE GROWTH 
MANAGEMENT, LLC, MICHAEL J. 
HANNAN AND JANICE H A ” A ” S  
QNSWER 

hzona Corporation Commission 

OCT -62006 

DOCKETED 

Respondents The 12 Percent Fund I, L.L.C., Coyote Growth Management, L.L.C., Michael 

Joseph Hannan and Janice Hannan, husband and wife, (collectively referred to herein as 

“Respondents”), answering the Temporary Order to Cease and Desist and Notice of Opportunity for 

Hearing (“TCD’), admit, deny and allege as follows: 

I. 

JURISDICTION 

1. Respondents admit the allegations contained in Paragraph No. 1. 
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11. 

RESPONDENTS 

2. Respondents admit that The 12 Percent Fund I, L.L.C. (referred to herein as “12% 

Fund”) is an Arizona limited liability company with an address of 13714 North Nightstar Ct., 

Marana, Arizona 85653. Respondents state that the records of the Arizona Corporation 

Commission speak for themselves. Respondents are without sufficient information or knowledge 

to form a belief as to the truth or falsity of the remaining allegations in Paragraph No. 2 and, 

therefore, they are denied. 

3 Respondents admit that Coyote Growth Management, L.L.C. (referred to herein as 

“Coyote”) is an Arizona limited liability company with an address of 13714 N. Nightstar Ct., 

Marana, Arizona 85653. Respondents admit that Coyote is the manager of the 12% Fund. 

Respondents state that the records of the Arizona Corporation Commission speak for themselves. 

Respondents are without sufficient information or knowledge to form a belief as to the truth or 

falsity of the remaining allegations in Paragraph No. 3 and, therefore, they are denied. 

4. Respondents admit that Michael Joseph Hannan (hereinafter referred to herein as 

“Mr. Hannan”) is an Arizona resident whose last known address is 13714 North Nightstar Ct., 

Marana, Arizona 85653, and that he is the Manager of Coyote. Respondents state that the records 

of the Arizona Corporation Commission speak for themselves. Respondents are without sufficient 

information or knowledge to form a belief as to the truth or falsity of the remaining allegations in 

Paragraph No. 4 and, therefore, they are denied. 

5.  Respondents admit that Jane Doe Hannan, whose true name is Janice Hannan 

(referred to herein as Mrs. Hannan), is Mr. Hannan’s spouse. Respondents are without sufficient 

information or knowledge to form a belief as to the truth or falsity of the remaining allegations in 

Paragraph No. 5 and, therefore, they are denied. 

6. Respondents are without sufficient information or knowledge to form a belief as to 

the truth or falsity of the allegations in Paragraph No. 6 and, therefore, they are denied. 

7. Respondents deny that Mr. Hannan’s spouse is Jane Doe Ahdoot and are without 

2 



sufficient information or knowledge to form a belief as to the truth or falsity of the remaining 

allegations in Paragraph No. 7 and, therefore, they are denied. 

8. Respondents are without sufficient information or knowledge to form a belief as to 

the truth or falsity of the allegations in Paragraph No. 8 and, therefore, they are denied. 

9. Respondents are without sufficient information or knowledge to form a belief as to 

the truth or falsity of the allegations in Paragraph No. 9 and, therefore, they are denied. 

10. Respondents admit that 12% Fund was formed on August 1, 2003 and that it 

maintained a website address of www. l2percentfbnd.com (the “Website”). Respondents are 

without sufficient information or knowledge to form a belief as to the truth or falsity of the 

remaining allegations in Paragraph No. 10 and, therefore, they are denied. 

11. Respondents are without sufficient information or knowledge to form a belief as to 

the truth or falsity of the allegations in Paragraph No. 11 and, therefore, they are denied. 

12. Respondents are without sufficient information or knowledge to form a belief as to 

the truth or falsity of the allegations in Paragraph No. 12 and, therefore, they are denied. 

13. Respondent Mr. Hannan denies that the Website contained an audio recording in 

which he states that Respondents cannot legally represent to a potential investor that they will 

receive a 12% per year return. Respondents affirmatively deny any and all allegations in Paragraph 

No. 13 that contain legal conclusions. Respondents are without sufficient information or 

knowledge to form a belief as to the truth or falsity of the remaining allegations of Paragraph 

No. 13 and, therefore, they are denied 

14. 

15. 

Respondents deny the allegations in Paragraph No. 14. 

In responding to the allegations in Paragraph No. 15, Respondents state this 

paragraph contains incomplete and/or inaccurate allegations and, therefore, Respondents are 

without sufficient information or knowledge to form a belief as to the truth or falsity of the 

allegations in Paragraph No. 15 and, therefore, they are denied. 

16. In responding to the allegations in Paragraph No. 16, Respondents admit that the 

Website contained video clips, but deny the characterization of the content of the video clips. 
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Respondents are without sufficient information or knowledge to form a belief as to the truth 01 

falsity of the remaining allegations in Paragraph No. 16 and, therefore, they are denied. 

17. In responding to the allegations in Paragraph No. 17, Respondents state thi5 

paragraph contains incomplete and/or inaccurate allegations and, therefore, Respondents arc 

without Sufficient information or knowledge to form a belief as to the truth or falsity of thc 

allegations in Paragraph No. 17 and, therefore, they are denied. 

18. In responding to the allegations in Paragraph No. 18, Respondents state this 

paragraph contains incomplete and/or inaccurate allegations and, therefore, Respondents are 

without sufficient information or knowledge to form a belief as to the truth or falsity of the 

allegations in Paragraph No. 18 and, therefore, they are denied. 

19. In responding to the allegations in Paragraph No. 19, Respondents state this 

paragraph contains incomplete and/or inaccurate allegations and, therefore, Respondents are 

without sufficient information or knowledge to form a belief as to the truth or falsity of the 

allegations in Paragraph No. 19 and, therefore, they are denied. 

20. Respondents are without sufficient information or knowledge to form a belief as to 

the truth or falsity of the allegations in Paragraph No. 20 and, therefore, they are denied. 

21. Respondents are without sufficient information or knowledge to form a belief as to 

the truth or falsity of the allegations in Paragraph No. 2 1 and, therefore, they are denied. 

22. Respondents are without sufficient information or knowledge to form a belief as to 

the truth or falsity of the allegations in Paragraph No. 22 and, therefore, they are denied. 

23. In responding to the allegations in Paragraph No. 23, Respondents state this 

paragraph contains incomplete, inaccurate and/or conclusory allegations and, therefore, 

Respondents are without sufficient information or knowledge to form a belief as to the truth or 

falsity of the allegations in Paragraph No. 23 and, therefore, they are denied. 

24. In responding to the allegations in Paragraph No. 24, Respondents state this 

paragraph contains incomplete, inaccurate and/or conclusory allegations and, therefore, 

Respondents are without sufficient information or knowledge to form a belief as to the truth or 
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falsity of the allegations in Paragraph No. 24 and, therefore, they are denied. 

25. Respondents are without sufficient information or knowledge to form a belief as to 

the truth or falsity of the allegations in Paragraph No. 25 and, therefore, they are denied. 

26. Respondent Mr. Hannan admits that in or about 1987 he was the President oi 

Institutional Capital Growth, Inc. Respondents affirmatively state that public records speak for 

themselves and that they are without sufficient information or knowledge to form a belief as to the 

truth or falsity of the remaining allegations in Paragraph No. 26 and, therefore, they are denied. 

27. Respondents affirmatively state that public records speak for themselves and that 

they are without sufficient information or knowledge to form a belief as to the truth or falsity of the 

allegations in Paragraph No. 27 and, therefore, they are denied. 

28. Respondents affirmatively state that public records speak for themselves and that 

they are without sufficient information or knowledge to form a belief as to the truth or falsity of the 

allegations in Paragraph No. 28 and, therefore, they are denied. 

29. 

conclusion. 

30. 

Respondents deny the allegations in Paragraph No. 29 as they call for a legal 

Respondents state that the records of the Arizona Corporation Commission speak 

for themselves. 

3 1. 

32. 

conclusion. 

33. 

34. 

Respondents deny the allegations in Paragraph No. 30. 

Respondents deny the allegations in Paragraph No. 32 as they call for a legal 

Respondents deny the allegations in Paragraph No. 33. 

Respondents state that the allegations in Paragraph No. 34 call for legal conclusions. 

In addition, Respondents state that Paragraph No. 34 contains incomplete, inaccurate andor 

conclusory allegations and, therefore, Respondents are without sufficient information or knowledge 

to form a belief as to the truth or falsity of the allegations in Paragraph No. 34 and, therefore, they 

are denied. 

35. Respondents deny the allegations in Paragraph No. 35. 
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36. 

37. 

38. 

Respondents deny each and every allegation not specifically admitted herein. 

Respondents state that Section VII of the TCD does not require a response. 

Respondents request that the Commission deny the requested relief as identified in 

the Paragraphs 1 through 5 of Section VIII of the TCD. 

39. Respondents have requested a hearing pursuant to A.R.S. 0 44-1792 and A.A.C. 

R14-4-306. 

40. Respondents have hlly complied with the Answer Requirements. 

AFFIRMATIVE DEFENSES 

1. For their first affirmative defense, Respondents allege that the TCD fails to state a 

claim upon which relief can be granted. 

2. For their second affirmative defense, Respondents allege that any securities offered 

are exempt from registration. 

3. For their third affirmative defense, Respondents allege they were not required to be 

registered as a dealer, salesman, investment advisor or investment advisor representative. 

4. For their fourth affirmative defense, Respondents allege that the Securities Division 

has failed to allege securities fraud with reasonable particularity. 

5 .  For their fifth affirmative defense, Respondents allege that no individual relied, 

reasonably or otherwise, on any alleged misrepresentation by Respondents. 

6.  For their sixth affirmative defense, Respondents allege that they did not know, and 

in the exercise of reasonable care, could not have known, of any untrue statements or materials 

omissions as set forth in the TCD. 

7. For their seventh affirmative defense, Respondents allege that they have not acted 

with the requisite scienter. 

8. For their eighth affirmative defense, Respondents allege that they have not 

employed a deceptive or manipulative device in connection with the purchase or sale of any 

security. 

9. For their ninth affirmative defense, Respondents allege that no one has suffered 
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from injuries or damages as a result of Respondents’ acts. 

10. For their tenth affirmative defense, Respondents allege that they never made any 

misrepresentations or omissions, material or otherwise. 

1 1. For their eleventh affirmative defense, Respondents allege that the violations, if any, 

of the Arizona Securities Act were proximately caused and contributed to by the improper conduct 

or intervening acts of other third persons who are not named in the action as parties. 

12. For their twelfth affirmative defense, Respondents allege that they acted in good 

faith and did not directly or indirectly induce the conduct at issue. 

13. For their thirteenth affirmative defense, Respondents allege that Respondent 

Mr. Hannan was not involved with the other Respondents’ business activities. 

14. For their fourteenth affirmative defense, Respondents allege that no complaints have 

been filed against Respondents. 

RESPECTFULLY SUBMITTED this 6th day of October, 2006. 

ROS,HI&A DeWULF & PATTEN, PLC 

- -  
One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, Arizona 85004 
602-256-6100 (telephone) 
602-256-6800 (facsimile) 
Attorneys for Respondents 

The 12 Percent Fund, I, LLC, Coyote Growth 
Management, LLC, Michael J. Hannan and 
Janice Hannan 
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SRIGINAL and thirteen copies of the foregoing 
iled this 6th day of October, 2006 with: 

locket Control 
lrizona Corporation Commission 
1200 West Washington Street 
'hoenix, Arizona 85007 

20py of the foregoing hand-delivered 
his 6th day of October, 2006 to: 

vlarc E. Stern 
Idministrative Law Judge 
3earing Division 
irizona Corporation Commission 
1200 West Washington Street 
'hoenix, Arizona 85007 

vlatthew J. Neubert, Director 
Securities Division 
lrizona Corporation Commission 
1300 West Washington Street, 3rd Floor 
'hoenix, Arizona 85007 

vlike Dailey, Esq. 
Securities Division 
bizona Corporation Commission 
1300 West Washington Street, 3rd Floor 
)hoenix, Arizona 85007 

3annan.ACC/pld/Answer to C&D.doc 
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